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PERKI N ELMER CORP., ET AL

MEMORANDUM COF DECI SI ON

According to the Conplaint, plaintiff On-Line Technol ogi es
(OLT) has achi eved advances in Fourier TransformInfrared ("FT-

| R") spectronetry, a technol ogy used for gas analysis. Wile
seeking licensing partners to devel op applications for its
invention, OLT allowed scientists from Perkin El mer Corporation
(PE) and its subsidiaries into its |aboratories to test this
technol ogy; instead of fruitful partnerships resulting, however,
the confidential information obtained during these visits was
used by the defendants to their own technical and conpetitive
advantage. OLT now brings clains against PE, its Gernman
subsi di ary, and a nunber of corporate successors to divisions
sold by PE, alleging patent infringenment and a variety of state
law cl ainms. The defendants now seek to dismss all but the
patent infringenent clains, and one defendant seeks to dism ss
all counts against it for |ack of personal jurisdiction.
l. FACTUAL BACKGROUND

The Conplaint alleges that plaintiff OLT was founded by Dr.

Peter Sol onon to design, manufacture and sell products based on



t echnol ogy devel oped by Advanced Fuel Research (AFR), a non-party
conpany al so founded by Dr. Solonon. AFR actually devel oped the
FT-I R spectronetry technology that is the subject of this action
In 1991 AFR and OLT entered into a technol ogy transfer agreenent
by which AFR granted to OLT a "pernmanent nonrevocable license to
[ AFR s] technol ogy devel opnents [and] future technol ogy

devel opnents for a period of five years,” including the FT-IR
technol ogy at issue in this case. See 1991 Technol ogy Transfer
Agreement, Def. Ex. A. According to the Conplaint, this
agreenment assigned all of AFR s interests in the subject
technology to OLT. Conplaint § 15.

Dr. Solonon contacted Dr. John Coats, an enployee at PE s
process anal yzer manufacturing division, about the possibilities
of using the FT-1R technology to enhance PE s products, including
products sold by PEs Real Tine Division and a German subsidiary
Bodenseewer k Perkin-El nmer GrbH (BSW. At sone point in early
1994, a teamof scientists fromPE visited OLT and AFR s
| aboratories in East Hartford, and entered into a Non-Di scl osure
Agreement (Ex. Ato the Conplaint). After this first visit, a
representative of PE commtted "in principal” to a |license
agreenent between PE and OLT, as expressed in a letter fromPE' s
Ri chard Fyans to OLT's Sol onon, in his capacity as president of
CLT. Conplaint § 16. Dr. Solonmon and Dr. Coats continued to
meet over June of 1994 to discuss OLT's business plan and its

speci fication for products to be manufactured by PE, and based on



these neetings Dr. Coats formul ated a nmenorandum addressed to OLT
outlining the performance criteria for the product, an FT-IR
Spectroneter. PE, acconpanied by a teamof scientists fromits
Real Time Division and its German subsidiary, BSW then visited
OLT s lab in August of 1994 to performfurther tests on OLT s
technol ogy. Menbers of the BSWcontingent on this visit gave
oral assurances to Dr. Solonon that it was obligated to honor the
confidentiality agreenent between OLT and PE, and based on these
assurances Dr. Sol onon reveal ed design technol ogy, performance
data, and other trade secrets to PE and BSW scientists.
Conpl ai nt § 14, 20.

The proposed agreenent provided for the paynent of a
$300, 000 si gni ng bonus, a $200, 000 advance agai nst future
royal ties, and envisioned that PE woul d manufacture the devices
and sell themat a "cost plus" basis to OLT, reflecting Dr.
Sol onmon’ s insistence that OLT remain a conpetitor in selling FT-
| R products. Conplaint § 17, Ex. C. This agreenment was reduced
to witing in aletter fromFyans to Sol onon, as president of
OLT. In |ate Septenber 1994, PE and BSWnmade their final visit
to test OLT s technol ogy and, after gaining access to additiona
confidential information and trade secrets, pronounced the team
satisfied with the performance of the product, an integrated
Mul ti-Gas Analyzer. Conplaint § 25. Shortly after the Septenber
visit, Fyans attenpted to alter the proposed terns by elimnating

CLT as a conpetitor of PE, Sol onon refused the new terns, and



Fyans then term nated negotiations. Several days |later, Fyans
clained that the reason for the change in the proposed agreenent
was that the integrated Miulti-Gas Anal yzer had failed in
per f ormance, even though no nenber of the testing teamraised
such a concern, and possible solutions to performance probl ens
had been addressed at the outset of negotiations in the Coats
menorandum  Conplaint § 26-27. Dr. Coats later wote a letter
to Sol onon in which he explained that the agreenent had
term nated because BSWwas concerned that its gas anal yzer
product was incapable of conpeting with OLT's. Conplaint | 28.
Dr. Solonon wote to PE seeking assurances that PE and BSW
woul d abide by their confidentiality obligations, and received
t hose assurances from Charl es Heinzer. On August 8, 1995 a
patent (the "143 patent”) covering the basic design of QLT s
i ntegrated gas anal yzer technol ogy was issued and assigned to
OLT. In Decenber of 1998, however, Sol onon received an e-mail
fromthe | ead scientist on the BSWteaminform ng himthat PE and
BSW had used the proprietary informati on they had obtained in
their visits to the lab to design and devel op a new gas anal yzer.
COLT s corporate counsel wote to Tony Wiite, PEEs CEQ to
give notice of OLT's clains in January of 1999. |In May of 1999
PE sold the Environmental and Process Analysis Division of BSW
(known as the UPA Business) to a German corporation called Sick
A G (Sick AG, which continued BSWs operation as Sick, UPA,

GrbH (Sick UPA). Plaintiff clains that a portion of the UPA



Busi ness’ assets include the m sappropriated technol ogy used to
manuf acture PE s product, the MCS 100 E, and that PE s chi ef
patent counsel assured OLT that all prospective purchasers had
been notified of OLT s clains. Subsequently, in June of 1999 the
Anal ytical Instruments D vision of PE, which included the

remai ni ng di visions of the BSWsubsidiary, was sold to ERG

whi ch then changed its nane to Perkin-Elnmer, Inc. Plaintiff
clains that its m sappropriated technology al so accounted for a
portion of the value of the Analytical Instrunments D vision,
because the technol ogy has broad applications and coul d be used
in other products besides the gas anal yzer industry. Conplaint
35.

In June of 1999, OLT and AFR executed a Technol ogy Transfer
Agreenment which transferred the AFR s interest in the FT-IR
technol ogy as well as any and all legal clains arising fromthe
foregoing facts to OLT. The Conplaint alleges that this Transfer
Agreenment was sinply a "renewal " of the 1991 Agreenent, as was
done in 1996. Conplaint  15.

Plaintiff OLT has sued PE, BSW E&G Sick UPA and Sick AG
all eging: 1) patent infringenment against PE, BSW Sick UPA and
Sick AG 2) m sappropriation of trade secrets/ Connecticut Uniform
Trade Secrets Act (CUTSA) violation against PE, BSW E&G Sick
UPA and Sick AG 3) breach of contract against PE and BSW 4)
breach of duty of confidentiality against PE and BSW 5) fraud

agai nst PE and BSW 6) CUTPA viol ati ons agai nst PE and BSW and



7) unjust enrichnment against PE, BSW EGG Sick UPA and Sick AG
Def endants PE, BSW EG&G and Sick UPA seek to have the Second

t hrough Seventh clains dismssed for failure to name a necessary
and i ndi spensabl e party under Rule 12(b)(7); in addition

def endants EGEG and Sick UPA nove for judgnent on the pleadi ngs
under Rule 12(c) on the clains of m sappropriation of trade
secrets and unjust enrichnent. Defendant BSW noves under Rule
12(c) for judgnent on the breach of contract count, the common

| aw breach of duty of confidentiality count, and the fraud count,
whi | e def endant PE noves for judgnent under 12(c) only with
respect to the common | aw breach of duty of confidentiality
count. Success on all aspects of the defendants’ notion woul d

| eave only the patent infringenent clains agai nst PE, BSW and
Sick UPA. Sick AG al so noves to dismss all the counts against
it for lack of personal jurisdiction

1. DI SCUSSI ON

A Mbtion to Disnmss for Failure to Join an | ndi spensable Party

Rul e 19(a) defines the followi ng parties as necessary, and
requires their joinder when feasible:

A person who is subject to service of process and whose
joinder will not deprive the court of jurisdiction over the
subject matter of the action shall be joined as a party in
the action if (1) in the person’s absence conplete relief
cannot be accorded anong those already parties or (2) the
person clainms an interest relating to the subject of the
action and is so situated that the disposition of the action
in the person’s absence may i) as a practical matter inpair
or inpede the person’s ability to protect that interest, or
ii) leave any of the persons already parties subject to a
substantial risk of incurring double, nultiple, or otherw se
i nconsi stent obligations by reason of the clained interest.



If a party does not qualify as necessary under Rule 19(a), the
Court need not decide whether its absence warrants di sm ssa

under Rule 19(b). See Viacomlinternat’l v. Kearney, 212 F. 3d

721, 724 (2d Gr. 2000). But where the court nmakes a threshold
determnation that a party is necessary under Rule 19(a), and
j oi nder of the absent party is not feasible for jurisdictional or
ot her reasons, the court nust then determ ne whether the party is
"indi spensable.” |If the court determnes that a party is
i ndi spensabl e, the court nust dismss the action pursuant to Rule
19(b). Rule 19(b) provides that the factors to be considered in
maki ng this determ nation include:
First, to what extent a judgnent rendered in the person’s
absence m ght be prejudicial to the person or those al ready
parties; second, the extent to which, by protective
provisions in the judgnent, by shaping relief, or other
nmeasures, the prejudice can be | essened or avoided; third,
whet her a judgnent rendered in the person’s absence will be
adequate; fourth, whether the plaintiff will have an
adequate renedy if the action is dism ssed for nonjoi nder.
Fed. R Gv. P. 19(b). No one factor is determnative, nor
shoul d the Court necessarily place nore enphasis on one factor
over another. 4 Janes Wn Mbore, More' s Federal Practice 8§
19.05[1][A]. "[T]he I anguage of Rule 19(b) |eaves the court with

great latitude, and requires a factual determ nation nore than a

| egal one."”™ ConnTech Dev. Co. v. University of Conn. Educ.

Properties Inc., 102 F. 3d 677, 682 (2d Gr. 1996).

Def endants contend that AFR is a necessary and indi spensabl e
party to this litigation, and that under Rule 19(b) all clains

except the patent infringenment clainms should be dismssed due to
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plaintiff’s refusal to join AFR Defendants point to the
nunerous references to AFR in the Conplaint and the fact that

Sol onon signed the Non-Di scl osure Agreenent in his capacity as
president of AFR as proof that AFR is a necessary party to this
l[itigation. Defendants argue that AFR is indispensabl e because,
despite the Transfer Agreenent, it would be at substantial risk
of multiple obligations as AFR, the inventor of the technol ogy at
i ssue, could bring the sane clains asserted agai nst the
defendants in this action in a separate case, thus resulting in
def endants having to pay in excess of its actual liability. c.

Avon Cosnetics (FEB) Ltd. v. New Hanpton, Inc., No. 90 Cv. 7208

(RLC), 1991 W. 90808 (S.D.N. Y. May 22, 1991). Further,
defendants maintain that AFR is indi spensable because it is the
signatory to the Non-Di scl osure agreenent, upon which all other
clains except the infringenent clains are based. Defendants
dism ss the Transfer Agreenent, since OLT and AFR can term nate
the Transfer Agreenent "upon nutual consent,"” and since that
consent coul d be achieved effectively with the nod of Dr. Sol onon
(the Chairman of the Board of both conpanies).

According to plaintiff, AFR is neither a necessary nor an
i ndi spensabl e party, and as such defendants have failed on both
steps of the Rule 19 inquiry. The primary focus of its argunent
is the June 1999 Transfer Agreenent, which provides that AFR
"absol utely assigns to On-Line and On-Li ne hereby accepts the

absol ute assignnent to use for any application or purpose



what soever” the IF-1R technol ogy, and further that AFR "al so
absol utely assigns any contracts, clains, causes of action, and
right to sue exclusively to On-Line based on the ‘ AFR Technol ogy’
or any agreenent or right related to the * AFR Technol ogy.’ " Def.
Conf. App. Ex. C 1Y 1, 2. Since AFR has transferred al
interests in this litigation to OLT, plaintiff’s argunent
continues, it does not "claiman interest relating to the subject
of the action” nor will its absence | eave defendants subject to a
substantial risk of incurring nultiple obligations. Plaintiff
poi nts out that under the Transfer Agreenent AFR woul d have no
standi ng to pursue any cl ai ns agai nst defendants, and attaches to
its opposition an affidavit fromDr. Solonon stating that as a
result of the Transfer Agreenent, "AFR expressly disclains any
interest in the above captioned |lawsuit, or any future suit,
which arises out of the facts asserted by On-Line in its Second
Amended Conpl ai nt agai nst any of the naned Defendants to this
action." Solonon Aff., Ex. 3, 7.

The Transfer Agreenment and Dr. Sol onon’s affidavit persuade
the Court that the purposes of Rule 19 would not be served by a
di sm ssal here. The consistently-renewed transfer agreenents
confirmthe allegation in the Conplaint that AFR was the research
and devel opnent arm while OLT was founded to do business with
t he technol ogy devel oped by AFR. To the extent the rescission by
mut ual consent provision in § 15 of the agreenment | eaves AFR with

sonme sort of contingent reversionary interest in the clains



asserted in this litigation, the affidavit of Dr. Sol onon
effectively renoves any risk that the defendants w il be subject
to further suits on the sane clains. Connecticut [aw permts the
assignnment of clainms for injury to property interests. See |seli

Co v. Ovellette, 211 Conn. 133, 136-137 (1989) (citing

Restatenment 2d, Contracts 8 547(1)(d) for proposition that 'An
assignnment of a claimagainst a third person or a bargain to
assign such a claimis illegal and ineffective if the claimis
for ... (d) damages for an injury the gist of which is to the
person rather than to property, unless the claimhas been reduced

to judgnent.'"); Wiitaker v. Gavit, 1847 W. 631. Further,

agreenents regarding trade secrets nmay be assigned, see Holden v.

Crown Chem cal, 19 Conn. Supp. 85 (1954). Defendants have cited

no authority that would cast doubt on the legitimcy of the
assignnent of AFR s rights here. G ven the express disclainer
in Dr. Solonon’s affidavit and the absol ute | anguage of the
transfer agreenment, if the Chairman of both corporations |ater
attenpted to reverse course and assert clains on behal f of AFR
agai nst PE, such clainms would clearly be estopped.

The centrality of the Transfer Agreement, and its effect in
elimnating any possibility that nultiple suits will be brought
agai nst defendants, distinguishes the cases cited by defendants

in support of their notion. In MiacomliInt’'l v. Kearney, 190

F.RD 97, 101 (S.D.N Y. 1999), for instance, the court concl uded

that the corporation that was the subject of an asset purchase
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agreenment was a necessary and indi spensable party in litigation
bet ween t he buyer and seller; one factor that weighed heavily in
the court’s decision was the fact that the non-party corporation
had initiated a parallel state action seeking injunctive relief
on nearly identical grounds. 1d. at 101.' Simlarly, in Smth
v. Kessner, 183 F.R D. 373 (S.D.N. Y. 1998), another case on which
defendants rely, the court dismssed an action for failure to
join an indi spensabl e party where the partnership through which
the plaintiff had nmade the investnents that were the subject of
the lawsuit had filed a state court action against sone of the
def endant s based upon the sane transaction and seeking the sane
relief. The court concluded that there was a substantial risk
that defendants would face multiple liability, as evidenced by
the parallel action, and therefore dism ssed the case, as the
partnership could not be joined w thout destroying diversity
jurisdiction. 183 F.R D. at 376. There is no parallel state
court action here, and the possibility that one could be brought
IS nonexistent, given the sworn statenent of Dr. Sol onon and the
unanbi guous | anguage of the Transfer Agreenent. The specul ative
possibility that sone contingent reversionary interest may stil
exi st, and would be asserted despite the CEO s express statenent

to the contrary, does not neet the standard that a "substantia

! Since the parties filed their briefs in this case, the Second

Crcuit has since reversed the Kearney decision on other grounds, but noted
that it found "a serious question as to whether Taylor Forge qualifies as a
"necessary" party under Rule 19(a) and, a fortiori, whether [the purchased

corporation] is an "indispensable" party within the nmeaning of Rule 19(b)."
ViacomlInt’'l v. Kearney, 212 F.3d 721, 724 (2d Gr. 2000).
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ri sk" of inconsistent adjudications or nultiple liability be
shown.

Finally, a nunber of the cases cited by defendants were
deci ded on the grounds that allow ng the action to proceed
W t hout a necessary party would be prejudicial to that non-party,
as the non-party could be adversely affected by negative
precedent and exposed to the consequences of collateral estoppel
wi thout the ability to protect its interests in the litigation.

See Spiro v. Parker Brothers, No. 91 Cv. 7759, 1992 W. 197405

(S.D.N. Y. Aug. 4, 1992); Kawahara Enterprises v. Mtsuibishi

Electric Corp., No. 96 Cv. 9631, 1997 W 589011 (S.D.N. Y. Sept.
22, 1997). Here, the non-party has expressly disclai ned any
interest in participating in the litigation, and the close ties
between OLT and AFR insure that any residual interests of AFR

w |l be adequately protected by CLT.

Def endants do point to sone case |aw holding that a
signatory to a contract that is the subject of the action is the
gui ntessenti al indispensable party under Rule 19, and therefore
si nce Sol onon signed the Non-Di scl osure Agreenent in his capacity
as president of AFR, AFR nust be joined to the clains based on

t hat contract. See, e.q., Travelers Indemity Co. v. Household

Int’l Inc., 775 F. Supp. 518, 527 (D. Conn. 1991). None of the
cases cited by defendants, however, involved an assignnent of
rights by the contracting party. Defendants argue that the

assignnent of rights does not change the anal ysis because the

12



Non- Di scl osure Agreenent between AFR and PE has not been the

subj ect of a novation, and thus AFR still remains a party to the
contract. A novation, however, releases AFR fromall its rights
and obligations under a contract, and transfers those obligations
to another party, thus effectively creating a new contract ual
duty. 15 Sanuel WIlliston, A Treatise on the Law of Contracts 8§

1865 at 590 (3d ed. 1972); see Gateway Co. v. Di Noia, 232 Conn.

223, 233 (1995). An assignnent of a right, in contrast, is "a
mani festation of the assignor's intention to transfer it by
virtue of which the assignor's right to perfornmance by the
obligor is extinguished in whole or in part and the assignee
acquires a right to such performance." Restatenent (Second) of
Contracts 8 317 (1979). In other words, a novation is not
required to extinguish AFR s rights under the Non-Di scl osure
Agreenment; instead, the assignnment was sufficient to transfer
those rights to QOLT.

A nunber of courts have concluded that an assignnment renders
a contracting party dispensable for purposes of Rule 19. As
Wight & MIler put it, “[a]ln assignor of rights and liabilities
under a contract is not needed for a just adjudication of a suit
brought by the assignee; indeed, in nost cases the assignor would
not even be a proper party inasnuch as he may have lost his right
to bring an i ndependent action on the contract by virtue of the
assignnent."” Wight, MIler & Kane, Federal Practice and

Procedure: Gvil 2d §8 1613 at 188-189 (2d 1986); see, e.q.

13



Overseas Devel. Disc. Corp. v. Sanganp Constr. Co. , 686 F.2d 498,

505 n. 18 (7th Gr. 1982) ("Unless local law qualifies the rights
of the assignee (e.g., of certain tort clains), or the assignor
has repudi ated the assignnment, or the assignnent is wholly
executory, the assignor is not an indispensable (Rule 19(b))
party. Even where the assignnent is partial, the assignor and

t he assignee may be necessary parties, but they will not be

i ndi spensable (Rule 19(b)) parties.”). Wile the Court has found
no Second Circuit cases reaching the sane concl usion, the
reasoni ng i s persuasive. The Connecticut Suprene Court has
recently noted a trend towards allow ng the free assignability of

contract rights, Runbin v. Uica Miutual Ins. Co., 254 Conn. 259,

267 (2000), citing Restatenent (Second), Contracts § 317, p. 15
(1981) ("[a] contractual right can be assigned"); J. Mirray,
Jr., Contracts (3d Ed.1990) ("the nodern view is that contract
rights should be freely assignable”), and the contract assignnent
here woul d be valid under Connecticut law, as it does not contain
an anti-assignnment provision, nor is it a contract for services
of a personal nature. The Transfer Agreenent thus nullifies
defendant’s argunent that a contract signhatory is a necessary
party.

Therefore, AFR is not a necessary party within the neaning
of Rule 19(a), as it does not claiman interest relating to the
subject of the action (and in fact has expressly disclainmd such

an interest), and its non-participation would not |eave
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def endants subject to substantial risk of inconsistent
obligations, nor is it indispensable under Rule 19(b), because
the close relationship between AFR and OLT denonstrates that any
judgnment in this case will be adequate to protect AFR s interests
and will not prejudice it. The notion is therefore denied.

B. Rul e 12(c) Moti ons

The standard for deciding a notion pursuant to Rule 12(c)
for judgnment on the pleadings is the sane as the one applicable

to a notion to dismss under Rule 12(b)(6). See Irish Lesbhi an

and Gay O g. v. Guliani, 143 F.3d 638, 644 (2d Cr. 1998).

"Under that test, a court nust accept the allegations contained
in the conplaint as true, and draw all reasonable inferences in
favor of the non-novant; it should not dism ss the conplaint

unl ess it appears beyond doubt that the plaintiff can prove no
set of facts in support of his claimwhich would entitle himto

relief." Sheppard v. Beerman, 18 F.3d 147, 150 (2d G r. 1994),

guoting Conley v. G bson, 355 U. S. 41, 45-46 (1957) (interna

qgquot ation marks om tted).

1. EGG and Sick UPA' s Mdtion for Judgnent on the
Pl eadi ngs with Respect to the M sappropriation C aim

The Conplaint alleges that in May of 1999, PE sold its
subsidiary BSWs UPA Business to Sick UPA, and that a portion of
t he UPA Busi ness’ assets include the m sappropriated technol ogy
used to manufacture the MCS 100 E. Conplaint  34. In June of
1999, the Conplaint continues, PE's entire Analytical Instrunents

di vi sion, including the BSWsubsidiary, was sold to E&G
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Conpl aint § 35. The Conplaint also alleges that "Defendant Sick
knew the technology it acquired fromPE was Plaintiff’s
proprietary information" because prior to the sale of the UPA
busi ness, PE s Chief Patent Counsel assured plaintiff that "any
prospective purchaser of the UPA business has been informed of
the clainms nade" by the plaintiff. Conplaint § 51. Defendants
EGG and Sick UPA now seek to dism ss the m sappropriation claim
agai nst them arguing that because the Non-Di scl osure Agreenent
expired of its owmn terns in April of 1999, there could not have
been any m sappropriation in May and June of 1999.

A "trade secret" is defined under CUTSA as information that
"1) Derives independent econom c val ue, actual or potential, from
not being generally known to, and not being readily ascertainable
by proper neans by, other persons who can obtain econom c val ue
fromits disclosure or use, and (2) is the subject of efforts
that are reasonabl e under the circunstances to maintain its
secrecy."” Conn. Gen. Stat. 8 35-51(d). M sappropriation is
defined as:

(1) Acquisition of a trade secret of another by a person who

knows or has reason to know that the trade secret was

acqui red by inproper neans; or (2) disclosure or use of a

trade secret of another w thout express or inplied consent

by a person who (A) used inproper neans to acquire know edge

of the trade secret; or (B) at the tine of disclosure or

use, knew or had reason to know that his know edge of the

trade secret was (i) derived fromor through a person who

had utilized inproper neans to acquire it; (ii) acquired

under circunstances giving rise to a duty to maintain its

secrecy or limt its use . . .; or (iii) derived fromor

t hrough a person who owed a duty to the person seeking

relief to maintain its secrecy or limt its use; or (O
before a material change of his position, knew or had reason

16



to know that it was a trade secret and that know edge of it
had been acquired by acci dent or m stake.

The allegations in the Conplaint track the el enents of

m sappropriation. Paragraph 51 pleads: 1) that Sick UPA knew t he
technology it acquired from PE included plaintiff’'s proprietary
information; 2) that Sick UPA had reason to know that the
technol ogy was acquired by inproper neans, as it includes a
representation fromPE s patent counsel that potential purchasers
of the UPA business had been infornmed of OLT s cl ai ns.

Therefore, the issue to be decided is whether the Conpl aint
adequately alleges that the information at issue constitutes a
trade secret.

Def endants contend that the proprietary information in this
lawsuit is not a trade secret within the neaning of CUTSA because
t he non-di scl osure obligation had expired at the tine of the
acqui sitions in question. Because OLT did not require the
parties to the agreenent to maintain its confidentiality in
perpetuity, they argue, after expiration of the agreenent "PE and
BSWwere free to use or disclose OLT' s information in any way
they saw fit," Mem in Support at 19, and as such the information
acqui red by EGG and Sick UPA coul d not be considered trade
secrets.

The Court disagrees that OLT could prove no set of facts in
support of its m sappropriation claimagainst Sick UPA First,
the Court notes that the | anguage of the Non-D scl osure Agreenent

provides that the five-year period runs fromthe date of
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di scl osure, not fromsigning, and therefore the sales to E&RG and
Sick UPA would be within the scope of the agreenent, as they
occurred within less than five years fromthe date of the |ast
visit. Second, even accepting that the Non-Di scl osure Agreenent
had expired, the Conplaint alleges that OLT had recei ved ot her
assurances regarding PE and BSWs intentions to maintain
confidentiality. Fromthese allegations, the Court can infer
that the Non-Di scl osure Agreenent was not the only effort on the
part of OLT to nmaintain the information’s secrecy. The
plaintiff’ s conplaint suggests circunstances under which trade
secrets were created or maintained pursuant to other efforts, not
just the Non-Di sclosure Agreenent. Defendantsnmay be correct that
no confidentiality obligations attached after the expiration of
t he agreenent, but nore of a factual record is needed before the
Court can draw this conclusion. The notion is therefore denied
as to Sick UPA

The Conpl ai nt, however, contains no allegation fromwhich it
can be inferred that EGG had any reason to know of OLT' s clains
when it purchased the Analytical Instrunents Division. Paragraph
51 alleges that PE' s Chief Patent Counsel informed OLT that all
prospective purchasers of the UPA Busi ness had been put on notice
of QLT s clainms, but EGG did not purchase the UPA Busi ness —
i nstead, they purchased what was | eft of the Anal ytica
I nstrunments Division, including the BSWsubsidiary, after the UPA

Busi ness had been sold to Sick, AG Plaintiff argues that its
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pl eadings "reflect its good faith belief that PE Inc. may be

cul pable."2 At oral argunent, plaintiff suggested that EGG s
know edge could also be inferred fromthe fact that PE s Chief
Pat ent Counsel noved over to EGG after the sale. This

al | egation does not appear in the Conplaint, and even if it were
included, it would not help plaintiff’s case. The nere facts
that plaintiff’s technol ogy has broad scientific application,
that PE represented it was informng potential purchasers of the
UPA busi ness of OLT's clains, and that one attorney eventually
transferred to the successor corporation do not, in the Court’s
view, add up to an allegation that the purchaser of the entire
Anal ytical Instruments Division had reason to know that sone of
t he value of the business it was purchasing stemmed fromthe

al | eged acquisition of confidential information by inproper
means. As the Conplaint does not plead that EGG “knows or has
reason to know that the division it was purchasi ng had

i nproperly acquired confidential information from OLT, Count Two
is dismssed agai nst EGG only.

2. Breach of Contract and Breach of the Duty of
Confidentiality d ai ns

PE and AFR were the only signatories of the Non-D sclosure
Agreement, but nonethel ess plaintiff pursues breach of contract
cl ai s agai nst BSW arguing that BSWis bound by the agreenent

due to certain verbal assurances indicating BSWs assent to the

2 PE Inc. is the nane taken by E&G after buying PE s Anal yti cal
I nstrunments Division.
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terns of the Non-Di scl osure Agreenent. Paragraph 14 of the
Conpl ai nt al l eges that "PE and Bodenseewer k understood. . . that
all proprietary information disclosed by both AFR and On-Line’s
technology. . . was covered by the terns of the Non-D scl osure
Agreenment." The conplaint further alleges that scientists from
BSW a direct conpetitor of OLT, were let into the OLT/AFR | ab
based on the terns of the Non-Di scl osure Agreenent "as well as
assurances that the information shared woul d be kept
confidential." Conplaint § 9. Defendant BSW nai ntains that
since it signed no witten docunent, any purported oral agreenent
between it and COLT i s unenforceabl e under Connecticut’s Statute
of Frauds.® Defendants PE and BSWfurther argue that the fourth
count, which all eges breach of the comon | aw duty of
confidentiality, is preenpted by CUTSA 4

OLT relies on the doctrine of part performance as an
exception to the statute of frauds to preserve its breach of
contract clai magai nst BSW

Contracts that woul d otherw se be unenforceable w thout a

witing sufficient to conply with the Statute of Frauds,
CGCeneral Statutes § 52-550, are nonet hel ess enforceabl e

3 In relevant part, the Statute of Frauds provides that "[n]o civil

action may be maintained in the foll owi ng cases unless the agreenent, or a
menor andum of the agreenment, is made in witing and signed by the party, or
the agent of the party, to be charged . . . (5) upon any agreenent that is not
to be performed within one year fromthe making thereof.” Conn. Gen. Stat. 8§
52-550(a)(5).

4 As to Count IV, which alleges breach of the conmon | aw duty of
confidentiality against PE and BSW by way of a letter dated Decenber 27,
2000, counsel for plaintiff advised the Court that OLT was withdrawing this
count as a separate claim but would continue to press these all egations as
part of its mi sappropriations and breach of contract clains. Accordingly,
defendant’s motion to dismiss Count 1V is granted.
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because of part performance if two separate but rel ated
criteria are satisfied. First, the contract alleged nust
satisfy the evidentiary function of the Statute of Frauds.
To constitute part perfornmance the conduct relied upon nust
be referable to and consistent with the oral agreenent.
Second, the conduct alleged to have been induced by reliance
on the oral agreenent nust be of such character that
repudi ati on of the contract by the other party woul d anount
to the perpetration of a fraud.

Pearce v. Real Estate Co. v. Kaiser, 176 Conn. 442, 443 (1979).

The Pearce court summarized these criteria as requiring that "the
party seeking enforcenent, in reasonable reliance on the contract
and on the continuing assent of the party agai nst whom

enforcenent is sought, has so changed his position that injustice

can be avoided only by specific enforcenent.” 1d., citing

Rest at enment (Second), Contracts 8§ 197 (1973).

Plaintiff has adequately alleged part perfornmance, as it
clainms that BSWwas allowed to enter the OLT/ AFR | aboratories to
vi ew t he technol ogy, and PE gave "assurances" after the |license
agreenment negotiations broke off that "PE and Bodenseewerk .
woul d abide by its obligations of confidentiality."” Conplaint 1
29. As BSWis a direct conpetitor of OLT, this alleged conduct
is consistent with the existence of an oral agreenment, as it is
"of such a character that [it] can be naturally and reasonably
accounted for in no other way than by the existence of sone
contract in relation to the subject matter in dispute .

Rutt v. Roche, 138 Conn. 605, 608 (1952). Plaintiff still nust

pl ead facts to support the proposition that failing to find an

enf orceabl e agreenent would "anount to perpetration of a fraud."
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See, e.q0., Harnonie Cub, Inc. v. Smrnow, 106 Conn. 243, 249

(1927) ("The doctrine of part performance arose fromthe
necessity of preventing the statute against frauds from becom ng
an engine of fraud."). Wuether plaintiff has net the Rule 9(b)
standard of pleading fraud with particularity such that
plaintiff’s contract claimis viable is discussed in the next
section in conjunction with BSWs challenge to the viability of
Count Five on the sanme grounds. For the reasons outlined in that
di scussion, the Court concludes that the Conpl aint pleads fraud
with sufficient particularity, and the notion to dismss the
contract claimagainst BSWis accordingly deni ed.

3. Rul e 9(b) Challenge to Fraud d ai ns

Count Five alleges fraudul ent inducenent on the part of PE
and BSW defendant BSWhas noved to dismss the claimfor failure
to plead with particularity. As discussed above, plaintiff’s
claimfor breach of contract against BSWal so nust neet the Rule
9 pleading requirenents in order not to be barred by the statute
of frauds. Defendant maintains that both counts fail to neet
this standard.

Rule 9(b) requires that "[i]n all avernents of fraud or
m st ake, the circunstances constituting the fraud or m stake
shall be stated with particularity.” The Second G rcuit has
required that "when a conplaint charges fraud, it nust (1) detai
the statenents (or omssions) that the plaintiff contends are

fraudulent, (2) identify the speaker, (3) state where and when
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the statenents (or om ssions) were nade, and (4) explain why the

statenments (or om ssions) are fraudulent.” Harsco Corp. v.

Sequi, 91 F.3d 337, 52 (2d Gr. 1996). Wile Rule 9(b) allows a
party to plead state of m nd generally, "we nust not m stake the
rel axation of Rule 9(b)'s specificity requirenent regarding
condition of mnd for a license to base clains of fraud on

specul ati on and conclusory allegations.” Acito v. | MCERA G oup,

Inc., 47 F.3d 47, 52 (2d Cr. 1995). Accordingly, plaintiff nust
allege facts that give rise to a strong inference of fraudul ent
intent. 1d.

Def endants seek to dism ss the fraud count agai nst BSW
argui ng that the Conplaint contains the necessary specific facts
about PE only. Defendants enphasize that all of the specific
facts in the Conplaint, including allegations identifying
speakers and particular statenents, relate to PEE Wile the
Conpl ai nt al |l eges that PE and BSW"never intended to abide by the
terns of the |icense agreenent” and that PE and BSW"m sl ead
(sic) the Plaintiff into revealing Plaintiff’'s proprietary
information related to its FT-IR, 20/20 long path cell, and gas
anal yzer technology fromApril until Novenber of 1994," Conpl ai nt
9 65, the only fact alleged to support this conclusion is the
June 6, 1994 letter fromPE s R chard Fyans that purportedly made
a nunber of representations in order to induce OLT to disclose
its proprietary technology. [1d. PE and BSWthen allegedly used

performance failures as a fal se excuse for backing out of the
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Iicense agreenent, by way of PE s Fyans Novenber 2, 1994
termnation letter

Plaintiff points to two paragraphs that it clains sal vage
its fraud count. Paragraph 31 of the Conplaint alleges that in
Decenber of 1998, Dr. Solonon received a letter froma BSW
enpl oyee i n Germany, Berkhahn, who "admtted that PE and BSW had
violated the ternms of the Non-Di sclosure Agreenent” and that PE
and BSWhad "used the proprietary information it learned in 1994
to design the cell for PE and BSWs new MCS 100 E gas anal yzer."
Conplaint § 31. After seeing OLT s technol ogy, paragraph 31
conti nues, PE and BSW"decided to design a cell with [the] sane
characteristics" and that PE and BSW "copi es key features of the
long path cell to be integrated intoits MCS 100 E . . ." ld.
Plaintiff also relies on paragraph 28, which outlines a letter to
Dr. Solonon fromDr. Coats of PE which was witten after Fyans
term nated the |icense agreenent negotiations for purported
per formance problens, advising that "the | ack of performance was
not the issue that destroyed the deal. Rather, [BSW had al ready
spent the noney to engi neer and nmanufacture an em ssions
nmoni toring system which was significantly nore expensive than On-
Line’s systens” and consequently BSWdid not want its parent
conpany to aid OLT in the manufacture of a product w th which BSW
woul d be unable to conpete. Conplaint § 28. According to
plaintiff, 9 31 sufficiently alleges fraud because it admts the

fraud, m sappropriation, and patent infringenment, and Y 28
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al | eges the beginning of a "conspiracy to defraud" between PE and
BSW Mem in Opp. at 24.

The Court finds that the facts as alleged provide sufficient
support for a fraud claim |In the Second Crcuit, the necessary
strong inference of fraudulent intent can be created by: (1)
alleging facts to show that defendants had both notive and
opportunity to commt fraud, or (2) alleging facts that
constitute strong circunstantial evidence of conscious

m sbehavi or or reckl essness. Shields v. Gtytrust Bancorp, Inc.,

25 F. 3d 1124, 1128 (2d Gr. 1994). Wile the "notive and
opportunity"” test is nost usually applied in the securities
context, it can be used to denponstrate fraud in the garden-

variety conmercial contract situation. See S QK F.C v. Bel

Atlantic Tricon Leasing Corp., 84 F.3d 629 (2d Cr. 1996)

(applying "notive and opportunity” test to determ ne whet her
fraud pled with sufficient particularity under Rule 9(b) in case
alleging fraud in contract negotiations). Par agraphs 28 and 31
provide the notive for fraud: BSWs manufacture of a conpeting
product with less efficient and nore costly technol ogy, and the
al l egation that upon gaining access to QLT s technol ogy, BSW

desi gned a new gas anal yzer incorporating those innovations. The
opportunity to commt fraud is found in paragraphs 20 and 24,
which allege that BSWscientists were able to visit O.T

| aboratories and conduct tests, view performance data, and gain

access to confidential information such as pricing and
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manuf acturing costs, all based on representations that BSW woul d
observe the Non-Di scl osure Agreenent.

These al |l egations, outlining both BSWs notive and
opportunity to commt fraud, provide the "strong inference of
fraudul ent intent" necessary under Rule 9(b). Plaintiff’s
failure to identify specific BSWspeakers and statenents is not
fatal to its claim because the clear thrust of plaintiff’'s fraud
claimis that it assumed BSWwoul d abi de by the confidentiality
obligations of its parents, was not advised to the contrary by
any BSWrepresentative, and based on that assunption allowed a
conpetitor access to proprietary and confidential infornation.
Such a claimalleges a formof "fraud in the omssion,"” in that
BSWis all eged to have defrauded OLT by not speaking. It is
patently obvious fromplaintiff’'s Conplaint that BSWwoul d not
have been admitted to the | aboratories without this
under st andi ng, and the Conplaint sufficiently advi ses BSW of
OLT s theory in this regard. Demanding nore woul d be to engage
in a shell ganme, requiring plaintiff to identify specific
speakers and statenments when the very crux of the Conplaint is

that there were none. See Al evi zopoul os and Associ ates V.

Contast Int’|l Holdings, Inc., 100 F. Supp. 2d 178, 184 (S.D.NY.

2000) (finding that 9(b) standard requiring allegations
speci fying speakers and statenents does not apply "where the
alleged fraud is the om ssion of certain acts rather than

affirmati ve m srepresentations,"” because "the policy underlying
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Rul e 9(b) woul d not be served by requiring particularization of
statenents when no such statenents exist.").

The Court concludes that the present Conplaint neets the
threshol d requirenents of Rule 9(b), and any further testing of
plaintiff’s theory nust await factual devel opnent. Accordingly,
def endant BSW's notion to dismss Count V is denied. As noted
above, because plaintiff has adequately alleged fraud, its breach
of contract claimagainst BSWal so survives the statute of fraud
defense, and the notion to dismss Count IIl is denied as well.

4. Unj ust Enrichnent d ains Agai nst EGXG and Si ck UPA

Def endants EG&G and Sick UPA seek to dism ss the seventh
claimfor relief, which alleges unjust enrichnment. Defendants
mount a variety of challenges to this claim but the Court need
only address one aspect of defendants’ argunent, as it agrees
that the claimis preenpted by CUTSA

CUTSA provides that "[u] nl ess ot herw se agreed by the
parties, the provisions of this chapter supersede any conflicting
tort, restitutionary, or other law of this state pertaining to
civil ltability for msappropriation of a trade secret.” Conn.
Gen. Stat. § 35-57(a). The statute expressly states, however,
that it does not effect "(1) Contractual or other civil liability
or relief that is not based upon m sappropriation of a trade
secret. . . ." Conn. Gen. Stat. 8§ 35-57(b)(1). Plaintiff argues
that its claimis saved from preenpti on based on the allegation

that the unjust enrichment was the result of fraud, and because
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it seeks an equitable renedy. Plaintiff cites no case |aw
addressing this proposition, and the Court cannot | ocate any
precedent which woul d support such an argunent.

Connecticut courts do not appear to have addressed the
preci se i ssue of CUTSA s preenption of unjust enrichnent clains,
but a nunber of other courts in states whose statute mrrors the
Uni form Trade Secrets Act have concluded that unjust enrichnent
clains are preenpted when the claimdepends on the information at

i ssue being deened a trade secret. See Frantz v. Johnson, 999

P.2d 351 (Nev. 2000) (where unjust enrichnment claimarose from
single factual episode of m sappropriation of bidding and pricing
i nformation, claimwas preenpted, because unjust nature of the
cl ai mwas dependent on facts concerning m sappropriation of trade

secrets); Mcro Display Systens, Inc. v. Axtel, Inc., 699 F

Supp. 202, 205 (D. Mnn. 1988)("To the extent a cause of action
exists in the commercial area not dependent on trade secrets,
that cause of action [for unjust enrichnment] continues to
exist").

COLT argues that sonme of the confidential information which
was al | egedly m sappropriated mght not fit within the definition
of trade secrets, but woul d nonet hel ess have val ue such that the
purchasers of the PE division would have been unjustly enriched.
In the Court’s view, however, OLT has plead nothing that is not a
protectable trade secret. The advances in FT/IR technol ogy owned

by OLT derive their value frombeing confidential, and it is the
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confidential nature of the information at issue which all owed
EGXG and Sick UPA to gain a conpetitive advantage, thus enriching
them unjustly, according to the Conplaint. CLT does not allege
the rendering of services wthout conpensation, the w ongful
retention of property, or the taking of anything other than the
information at issue in this case. The wongful conduct alleged
in Count I X is that defendants "have unjustly failed to pay
Plaintiff for the use of Plaintiff’s trade secrets and patented
technol ogy" and that "the failure to conpensate Plaintiff for its
trade secrets and patented technol ogy has worked to Plaintiff’s
detrinment. . . ." Conplaint § 76. This paragraph makes cl ear
that plaintiff seeks to recover only for the m suse of
protectable trade secrets and/or patented information, and the
claimis therefore preenpted. O course, plaintiff still has
recourse to unjust enrichnment as an el enment of recovery under
CUTSA, to the extent those danages are not accounted for in
cal cul ating actual |osses. See Conn. CGen. Stat. 8§ 35-53. But
because OLT s unjust enrichnment claimdoes not allege any ill-
gotten gains other than those resulting fromthe m suse of
confidential information, OLT cannot bring a stand al one cl aim
for unjust enrichnent. The notion to dism ss the unjust
enrichnment clains agai nst EG&G and Sick UPA is therefore granted.

5. Sunmary

To summari ze, the Court concludes that COLT has adequately

al l eged fraud against BSW and the claimfor msappropriation of
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trade secrets against Sick UPA is sufficient to withstand a
notion for judgnment on the pleadings under Rule 12(c). The Court
grants the notion to dismss as to the preenpted m sappropriation
count (Count Two) agai nst EGG the unjust enrichnment claim

agai nst EGG and Sick UPA, and the breach of duty of
confidentiality claim(Count Three) agai nst PE and BSW which has
been wi t hdr awn.

C. Def endant Sick AG s Mbtion to Dismss for Lack of Personal
Juri sdi ction

The Conplaint alleges that Sick AGis |located in Wl dkirch,
Germany, and that it is the parent conpany of Sick UPA, its
whol | y-owned subsidiary that acquired the shares of BSWs UPA
business in May of 1999. Conplaint § 5. The rest of the
conplaint collectively refers to both entities w thout
differentiation, alleging that "Sick" is subject to jurisdiction
in this Court under Connecticut’s |long-armstatute, that "Sick"
had actual knowl edge of OLT's clains before it purchased BSW and
that "Defendant Sick could reasonably foresee being haled into
court in Connecticut." Conplaint § 7. Def endant Sick AG argues
that this attenpt to blur the corporate distinctions between the
corporate parent and its subsidiary is insufficient to assert
personal jurisdiction over Sick AG both under the | ong-arm
statute and the Due Process clause, and that Sick AGs only
involvenent in this case is its owership of Sick UPA.  Sick AG
therefore noves to dismss all clains against it under Rule

12(b) (2).
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1. St andar d
On a Rule 12(b)(2) notion to dismss for |ack of personal
jurisdiction, the plaintiff bears the burden of show ng that the

court has jurisdiction over the defendant. See Metropolitan Life

v. Robertson-Ceco Corp., 84 F.3d 560, 566 (2d Cr. 1996). Prior

to discovery, a plaintiff may defeat a notion to dism ss based on
legally sufficient allegations of jurisdiction. Bal |l V.

Met al | urgi e Hoboken-Overpelt, S. A, 902 F.2d 194, 197 (2d Cr.),

cert. denied, 498 U S. 854 (1990). After discovery, the

plaintiff's prima facie show ng necessary to defeat a
jurisdiction testing notion nust include an avernent of facts
that, if credited by the trier, would suffice to establish

jurisdiction over the defendant. Ball v. Metallurgi e Hoboken-

Overpelt, S A, 902 F.2d 194, 197 (2d Cr. 1990). As the

parties were allowed a limted period to conduct jurisdictional
di scovery prior to the bringing of this notion and rely on that
information in their various notions seeking and opposi ng
dism ssal, the Ball standard applies, and the Court wl|
accordingly ook to information outside the pleadings in deciding
t he noti on.

The parties do not dispute that personal jurisdiction in
this patent infringenent and diversity case is governed by the
| aw of the forumstate, Connecticut. |In determ ning personal
jurisdiction, Connecticut utilizes the famliar two-step

analysis. First, the Court nust determine if the state’'s |ong-
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arm statute reaches the foreign corporation. Second, if the
statute does reach the corporation, the court nust deci de whet her

t hat exercise of jurisdiction offends due process. Bensm |l er v.

E.1. Dupont de Nenours & Co., 47 F.3d 79, 81 (2d G r. 1995).

2. Undi sputed Facts Reqgarding Sick AG s Connections to
Connecti cut

Sick AG does not own any property in the state of
Connecticut, does not maintain any offices, enployees or agents
in Connecticut, and has never been authorized to transact
busi ness in Connecticut. Hoehne Dec. § 4 (Def. Ex. A). There
have, however, been sone interactions between Sick AG and OLT
prior to the events at the root of this lawsuit. |In late 1994 a
Sick AG enpl oyee, Dr. Wl fgang Harti g, acconpani ed by an enpl oyee
of Sick AGs United States subsidiary, visited OLT's | abs in East
Hartford to review and anal yze the FT-1R technol ogy. Upon return
to Germany, he reduced his inpressions of the technology to
witing in a "visit report"” that recounted several manufacturing
problens in the technol ogy and advi sed that the technol ogy not be
pursued at that juncture. Mem in Qpp. (Doc. # 48) Ex. B at 7.

I n August of 1995, Dr. Hartig s successor at Sick AG Vol ker

Wl ke wote Dr. Solonon to reestablish contact and asked for
further information on the FT-IR technol ogy, which he received by
way of a general pronotional brochure sent fromOLT s |abs in
East Hartford to Germany. Mem in Qpp., Ex. B at 4. Sick AGdid
not purchase the technology from CLT at that tine or enter into

any col |l aborative licensing agreenent; rather, OLT clains, Sick

32



AG "obtained the technology it had reviewed and eval uated at On-
Li ne through its purchase of Bodenseewerk from Perkin El ner."

Mem in Opp. at 4. Near the end of 1998, Sick AG becane
interested in purchasi ng BSWs UPA division, which BSWwas
apparently shopping around, and in the spring of 1999, Sick AG
negoti ated to buy the UPA Business of BSWby transferring the
stock of the reserve conpany (now Sick UPA GrbH) from BSWto Sick
AG On four occasions during the course of the negotiations,

whi ch took place in Germany, Sick AG was nade aware of OLT s
claims agai nst BSW and the notice letter fromOLT s patent
counsel to PE ultimately becane an exhibit attached to the

pur chase agreenent, according to plaintiff. Three Sick AG

enpl oyees (including WIlke) also spoke to two PE enpl oyees in the
Norwal k office regarding the sale on two separate occasi ons.

Mem in Opp. at 5. Plaintiff also alleges that "Sick AGis
actively marketing products that use the stolen technol ogy as
well as infringe the patent in Connecticut through its
interactive website," and that this fact alone is sufficient to
create jurisdiction. Defendant Sick AG agrees with the basic
recitation of facts, but argues that there is no evidence of any
connection between Hartig's visit to view the technol ogy and Sick
AG s later acquisition of BSW nor is there any indication that

Si ck AG knew of the substance of BSWs contacts with OLT,

al though it was nmade aware of the clains. Defendant further

argues that there is no justification for piercing the corporate
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veil here sinply based on Sick AG s ownership of Sick UPA and the
nature of the corporate transaction by which it was acquired.
Finally, Sick AG naintains that the two instances of contact
between Sick AG and OLT and Sick AGs web site together are
insufficient to create personal jurisdiction under the | ong-arm
statute, and that due process would be offended by requiring them
to defend the case here.

3. Long- Arm St at ut e

OLT alleges that Sick AGis a foreign corporation that is
subject to the jurisdiction of this Court under Conn. CGen. Stat.
8§ 33-929. Plaintiff identifies the follow ng sections of the
| ong-arm statute as providing jurisdiction in this case:

(f) Every foreign corporation shall be subject to suit in
this state . . . whether or not such foreign corporation is
transacting or has transacted business in this state and
whether or not it is engaged exclusively in interstate or
foreign comerce, on any cause of action arising out of the
followng. . . (2) out of any business solicited in this
state by nmail or otherwise if the corporation has repeatedly
solicited business, whether the orders or offers rel ated
thereto were accepted within or without the state; . . . (4)
out of tortious conduct in this state, whether arising out
of repeated activity or single acts, and whether arising out
of m sfeasance or nonfeasance.

Conn. Gen. Stat. 8§ 33-929(f).

a. Torti ous Conduct in Connecti cut

Plaintiff argues that § 33-929(f)(4) confers jurisdiction
over Sick AG because Sick AG m sappropriated its trade secrets,
as defined in Conn. Gen. Stat. 8 33-51 ( see discussion supra

regarding the definition of m sappropriation including parties
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who know or have reason to know that trade secrets were acquired
by i nproper neans), and has infringed its patent. These tortious
acts qualify as taking place "within Connecticut,” OLT conti nues,
because: 1) Sick AG knew that BSWs technol ogy was in fact
plaintiff’s m sappropriated technol ogy, as a result of Dr.
Hartig's 1994 visit, and knew that the decision to buy this
stol en technol ogy would inpact COLT in Connecticut; 2) part of the
negotiations to buy BSWs UPA division were conducted over
t el ephone cal |l s between PE enpl oyees in Norwal k and Sick AG
officials in Germany; and 3) it would be inequitable to all ow
Sick AGto avoid the Court’s jurisdiction, when it knew of OLT s
clainms at the time it purchased the division

In effect, plaintiff is arguing that because the
consequences of defendant’s acts inpacted plaintiff in
Connecticut, the tortious conduct occurred here as well. The
cases cited by plaintiff in support of this position, however,
all addressed the constitutionality of this test for due process

pur poses, not the separate |ong-arm anal ysis. See Cal der v.

Jones, 465 U. S. 783 (1984) (jurisdiction was proper under due
process clause in state where effects of tortious conduct were

felt); Keeton v. Hustler Magazine, 465 U. S. 770, 777 (1984)

(jurisdiction predicated on effects in the state constitutionally
proper, and since state long-armstatute all owed assertion of
jurisdiction whenever permtted by Due Process clause, |ong-arm

statute satisfied as well). The Second Circuit has rejected such
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an argunent when prem sed solely on Connecticut’s |ong-arm
statute, affirm ng Judge Burns’ dism ssal of a case where the
plaintiff argued that the conduct of the defendant foreign
corporation "was targeted at a Connecticut conpany that
necessarily felt the sting of the defendants’ actions in its hone

state." Ceneral Star Indemity v. Anheuser-Busch Co., No. 99-

7004, 1999 U.S. App. LEXIS 29673 (2d CGir. Nov. 8, 1999) (sumary
order). The Second Crcuit concluded that such consequences were
not enough, as Connecticut law did "insist that a defendant’s
tortious conduct be directly and expressly targeted at the forum
state.” 1d. at *3-4. Allowng jurisdiction based on the in-
state effects of conduct "would obliterate the | ongstandi ng

di stinction between |ong-armstatutes that reach tortious conduct
in a given state and those that reach conduct which causes
tortious injury in the state by action outside the state." Id.,

citing Bross Utils. Serv. Corp v. Aboubshait, 489 F. Supp. 1366,

1372, n. 35 (D. Conn. 1980) (Cabranes, J.) (noting that
Connecticut’s |long-arm statute subjects non-resident individuals
to jurisdiction in the state for tortious acts outside the state
having effects in the state but contains no simlar provision for
corporations and relying upon this omssion to reject a broad
reading of the "tortious conduct in this state" provision).
Patent infringenment may constitute a "tort" for purposes of
long-armjurisdiction, but the infringenment nust take place in

the forumstate in order for jurisdiction to attach. See Neato
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v. Geat G znpbs, No. 3:99cv958 (AVC), 2000 W. 305949 (D. Conn.

Feb. 24, 2000), citing North Anrerican Phillips Corp. v. Anerican

Vending Sales, Inc., 35 F.3d 1576, 1579 (Fed. Cr. 1994) ("the

‘“tort’ of patent infringement occurs where the offending act is

commtted"). Presumably, the "infringenent"” that plaintiff

all eges occurred in this state is the act of selling products

that infringe on OLT's patent. Mem in Qpp. at 10. An affidavit

by Jens Hoehne, Sick AG s Vice President of Corporate Mrketing

and Sales, is attached to defendant’s nenorandumin support of

the notion to dismss, and avers that:
Si ck AG does not engage in or transact any business in the
State of Connecticut. Sick AG does not inport, manufacture,
use, sell or distribute its products, or offer its products
for sale, in the State of Connecticut. Sick AG has no
custonmers and does not solicit any custoners in the State of
Connecti cut.

Hoehne Aff. § 6. To dispute this claim inits brief plaintiff

OLT highlights the Sick AG website, at the web address

www. si ck. de and argues that the web site provides a sufficient

basis for jurisdiction, since it allows custoners to purchase
al l egedly infringing products.

Courts that have considered the issue of whether web
presence creates personal jurisdiction in a particular forum have
categorized Internet use into three areas for the purpose of
determ ni ng whether the exercise of personal jurisdictionis

permtted. See VP Intellectual Properties v. Intec Corp., 53

US P.Q2d 1269 (D.N. J. 1999). At one end of the spectrumare

cases where individuals can directly interact with a conpany over
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their Internet site, downl oad, transmt or exchange informtion,
and enter into contracts with the conpany via conputer. 1In such
cases, the exercise of jurisdiction is appropriate, particularly
when conbined with evidence of sales fromthe forumstate. See

ConpuServe, Inc. v. Patterson, 89 F.3d 1257 (6th Gr. 1996). At

the other end of the continuum are cases where the defendant has
only advertised on the Internet, and where another nmedi um such as
the tel ephone or mail is necessary to contact the seller; in the
case of such "passive" sites, personal jurisdiction usually does

not lie. See Benususan Restaurant Corp. v. King, 937 F. Supp.

786 (S.D.N. Y. 1996). The m ddl e ground between the two extrenes
i nvol ves sites where parties can interact with the defendant
conpany, but may not be able to contract with the conpany or nake
purchases over the Internet site; in such situations, nost courts
follow the lead of the Western District of Pennsylvania in Zippo

Mqg. Co. v. Zippo Dot Com lInc., 952 F. Supp. 1119 (WD. Pa. 1997)

and determ ne whether jurisdiction is proper by "exam ning the
| evel of interactivity and commerci al nature of the exchange of
information that occurs on the Wb site.” 952 F. Supp. at 1124.

See, e.q., Search Force v. Dataforce Int'l, 112 F. Supp. 2d 771

(S.D. Ind. 2000) (noting that the Fifth, Ninth, and Tenth
Crcuits have relied upon the analytical framework set out in
Zippo Mg. to determne the propriety of exercising jurisdiction

based on Internet activity).
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Fromthe description of the website in the parties’ papers,
the Sick AG website lies in the mddle ground al ong the
interactivity spectrum in that the custonmer can exchange
information with Sick AG but the website does not allow for
di rect purchases online. The case cited by the plaintiff for the
proposition that personal jurisdiction can lie in such a "mddle
ground” case where the web site serves as a site for exchangi ng
information al so invol ved evidence that the defendant corporation
had consummat ed over 250 transactions with residents of the forum

state. See M eczkowski v. Masco Corp., 997 F. Supp. 782 (E.D

Tex. 1998) (upholding jurisdiction where web site all owed
custonmers to view a catal og of products, check the status of an
order on-line, and where evidence showed that sales to Texans
accounted for 3.2% of defendant’s gross incone, and stating that
"[t] he Court need not decide today whether standing al one the Wb
site maintained by the defendant is sufficient to satisfy a
finding of general jurisdiction. Nor nust it look only to the
traditional business contacts that the defendant has with the
State of Texas. Rather, it is the conbination of the two that

| eads the Court to the conclusion that the defendant maintains
substantial, continuous and systematic contacts with Texas
sufficient to subject it to personal jurisdiction."); see also VP

Intell ectual Properties, 53 U S P.Q2d at 1272 ("m ddl e ground”

website that allowed for exchange of information regarding

products but did not provide neans for purchasing online
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insufficient to provide specific or general jurisdiction over
seller of allegedly infringing product, where no evidence that
product was sold in New Jersey, and website advertisenent did not
constitute "offer to sell” in that state where no specific
pricing information was included).

There is a further winkle to this case that cuts agai nst
exerci sing personal jurisdiction over Sick AG based on the
website. Wile Sick AGs website is interactive to a degree, in
that informati on can be exchanged, there is no provision for

purchasing, and as was the case in VP Intellectual Properties,

pricing information for the allegedly infringing product is not

i ncluded. Further, the "interactivity” on the website

predom nantly directs the user to a corporate subsidiary other
than Sick AG For instance, if a user wishes to contact Sick AG
about a product, they nust select froma pull-down nenu of
countries, and are directed to the U S. subsidiary when U S. A is
selected. It is inpossible to enter directly into a contract for
sale solely on the website: further conmunications, such as

t el ephone contacts, are necessary. Further, when product
information for the MCS 100 E i s downl oaded, as denonstrated by
plaintiff’s Exhibit J, the brochure bears the contact information
for defendant Sick UPA, not Sick AG Plaintiff characterizes the
nunber of different corporate entities here as a "rope a dope"
strategy, but there has been no suggestion that the activities

here justify piercing the corporate veil, and accordingly the
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di fferent corporate structures nust be given effect. See Koehl er

v. Bank of Bernuda Ltd., 101 F.3d 863, 865 (2d Cr. 1996) ("The

corporate veil will be pierced for jurisdictional purposes,
however, only when the subsidiary is acting as an agent for the
parent, or the parent's control is so conplete that the
subsidiary is a "nere departnment” of the parent.").

In conclusion, the website is insufficient to establish
personal jurisdiction over Sick AG under the "tortious conduct”
prong of Connecticut’s long-armstatute, Conn. Gen. Stat. 8§ 33-
929(f)(4), as the website primarily involves the exchange of
i nformation, additional avenues of communication nust be utilized
to acconplish a sale of a product, nost interactive inquiries are
channel ed to other corporate entities than Sick AG and there has
been no show ng that any Connecticut sales of the infringing
product occurred.

b. Solicitation of Busi ness Under Conn. Gen. Stat. §

33-929(f) (2)

Plaintiff also argues that the exercise of jurisdiction
woul d be proper under 8§ 33-929(f)(2), which conveys jurisdiction
over a foreign corporation on any cause of action arising out of
business solicited in this state "by nmail or otherwise if the
corporation has repeatedly so solicited business.” Plaintiff
clainms that the Hartig visit in 1994, the letter in 1995, and the
tel ephone calls to PE in Norwal k during the negotiations to
purchase BSW s UPA Busi ness denonstrate the requisite repeated

solicitation of business. The Court disagrees. First, as noted
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above, there is no connection between the 1994 and 1995 contacts
by Sick AG and the eventual purchase of BSW except for
plaintiff’s argunent in the brief that these events were part of
a continuous course of conduct by Sick AG ained at acquiring the
FT-1R technology for itself. These Sick AGvisits are not even
referenced in the Conplaint, denonstrating that even the
plaintiff did not viewthemas part of the case until
jurisdiction was chall enged, much less that this case "arise[s]
out of" those visits. Aside fromplaintiff’s speculation, there
is nothing filling the | engthy gap between August 1995 and March
1999 that would allow the Court to infer the repeated

solicitation of business.

The one case cited by plaintiff, Xerox v. Axel Johnson

Energy Dep’t, 1993 Conn. Super. 107824 (April 2, 1993), involved

a defendant that had an office in the state and had received a
certificate to transact business in the state. The court
observed that "a foreign corporation transacts business in this
state by perform ng an inportant conbination of functions,

i ncl udi ng exercising discretion and nmaki ng busi ness deci sions,"
and concluded that it had in personam jurisdiction over a claim
seeking to conpel arbitration, when the decision to refuse to
proceed to arbitration was nmade at the Stanford, Connecticut
office. This case does not provide support for this Court’s
assertion of jurisdiction over a German corporation that

purchased the German subsidiary of a Connecticut corporation
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when the contacts with Connecticut were at nost two tel ephone
calls. PE may have been exercising discretion and naking

busi ness decisions in this state regarding the sale, but there is
sinmply no allegation or proof that Sick AG did the sane.
Accordingly, 8 33-929(f)(2) does not provide the grounds for

l ong-arm jurisdiction over Sick AG

C. Tr ansacti ng Busi ness Under Conn. Gen. Stat. 8§ 33-
929( e)

Section 33-929(e) provides that "[e]very foreign corporation

whi ch transacts business in this state in violation of section
33-920 shall be subject to suit in this state upon any cause of
action arising out of such business."” The statute confers |ocal
jurisdiction over a foreign corporation on two conditions: the
transaction of business in this state, and a cause of action

arising out of the transaction of such business. Lonbard Bros.,

Inc. v. General Asset Managenent Co., 190 Conn. 245, 251 (1983)

(under predecessor statute 8§ 33-411(b)). Plaintiff points to the
1994 and 1995 contacts, the website, and the acquisition deal to
argue that Sick AG "transacts business" in Connecticut within the
meani ng of the |long-armstatute.

Section 33-920(b), however, also contains a list of
activities which do not constitute transacting business within
the neaning 8 33-920(a). These include: ". . . (6) selling
t hrough enpl oyees or agents or otherwise, if the orders require
acceptance outside this state before they becone contracts;

(9) owning, wthout nore, real or personal property; (10)
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conducting an isolated transaction that is conpleted within
thirty days and that is not one in the course of repeated
transactions of a like nature; and (11) transacting business in
interstate commerce.” Conn. Gen. Stat. 8 33-920. The Court
agrees with Sick AGthat it falls within these exceptions. The
1994 visit, to the extent it could be considered a transaction,
was conpleted within thirty days, and the 1995 fax is such a
m nor interaction that it does not even rise to the level of a
transaction. It is pure speculation on the part of the plaintiff
that connects either of these two events with the 1999 purchase
of the UPA Business, which took place entirely in Gernmany, save
for two tel ephone calls to Connecti cut.

Plaintiff cites case law holding that "[t]he term
"transacting business' has been taken to nean 'a single

pur posef ul business transaction. Philipa Travell v. Haynes

OKelly, No. 539344, 1997 W 139411, *5 (Conn. Super. MNar. 12,
1997). In that case, after an evidentiary hearing, the trial

referee found that the defendant’s "single, purposeful business
transaction” was sufficient to bring the case within the court’s
jurisdiction under the predecessor statute to 8 33-929(e), but
that transaction is quite distinct fromthe facts in this case.
The defendant in Travell was a foreign corporation that was the
franchi sor of a Connecticut franchise, maintained an office in
Connecticut, and had a Connecticut resident as an agent for sales

in the region who solicited business on behalf of the defendant.
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The trial referee’s conclusion that the defendant had "engaged in
at |l east a single, purposeful business transaction” was well
supported by the facts in that case, where at |east two different
contracts had been signed between the parties, and the parties’
rel ati onship had spanned over the course of at |east two years.
Id. at *1. The present case involves nmuch nore isolated and
sporadic contact with the state, and falls expressly into the
exceptions |laid out above for conducting a single transaction
that is conplete within 30 days, or generally transacting
business in interstate comerce.

4, Due Process Concerns

Even assum ng that OLT coul d persuade the Court that Sick
AGs Iimted contacts with the state are sufficient for
Connecticut’s long-arm statute, exercising jurisdiction over Sick
AG in these circunstances woul d not conport with the requirenents
of the due process clause. "The due process clause of the
Fourteenth Anmendnent permts a state to exercise personal
jurisdiction over a non-resident defendant with whomit has
certain mnimumcontacts . . . such that the mai ntenance of the
suit does not offend traditional notions of fair play and

substantial justice." Kernan v. Kurz-Hastings, Inc., 175 F. 3d

236, 242 (2d Gr. 1999). The "m ninmum contacts" test requires
the Court to anal yze whether Sick AG has "purposeful ly avail ed"
itself of the privilege of doing business in Connecticut, thus

rendering it foreseeable that it would be haled into court in
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this forum See Wrl d-Wde Vol kswagon Corp. v. Wodson, 444 U.S.

286, 297 (1980).

Plaintiff argues that it was foreseeable to Sick AGthat it
could be sued in the jurisdiction where it reviewed certain
technol ogy in 1994 and then deliberately acquired that sane
technology in a transaction in 1999. The problemw th this
argunment, again, is that there is nothing connecting these two
events except plaintiff’s ipse dixit inits brief. Further, the
factors to be considered in eval uati ng whet her exerci sing

jurisdiction would conport with traditional notions of "fair play

and substantial justice," Burger King v. Rudzewicz, 471 U S. 462,
475 (1985), weigh against finding jurisdiction proper here.
Courts look to the followi ng factors, under the Supreme Court’s

adnmonition in Burger King: 2) the burden on the defendant; 2) the

forumstate’'s interest in adjudicating the dispute; 3) the
plaintiff’s interest in obtaining convenient and effective
relief; 4) the court systenis interest in obtaining efficient
resolution of controversies; and 5) the shared interest of states
in furthering substantive social polices. 1d. Plaintiff has
pointed to no interest on the part of Connecticut in adjudicating
a di spute about a German corporation’s purchase of a Gernman

subsi diary, and the burden on the defendant to litigate a case in
Connecticut is apparent. Further, Sick UPAw Il remain a
defendant, so plaintiff will not be foreclosed from obtaining

full relief should it prevail on the nerits.
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5. Summar y

To sunmari ze, the | ong-arm statute does not provide for
jurisdiction over Sick AGin this case, as the sinple fact that
consequences of tortious conduct were felt in Connecticut is
insufficient to provide jurisdiction under 8§ 33-929(f)(4). The
website in this case al so does not support jurisdiction under the
"solicitation of business" prong, 8 33-929(f)(2), because binding
contracts for sale cannot be entered into online and the
interactive aspects of the website channel the user to other
subsidiaries. Finally, Sick AG has not "transacted busi ness" in
the state of Connecticut such that it should be subject to
jurisdiction under 8 33-929(e), as the few isolated contacts Sick
AG had with Connecticut fall into the exceptions outlined in the
statute. Due process also would not allow this Court to exercise
jurisdiction over Sick AG Accordingly, the clains against Sick
AG are dism ssed under Rule 12(b)(2), for lack of personal
jurisdiction over the defendant.
I11. CONCLUSI ON

For the above reasons, the notion of defendants PE, BSW
EGG and Sick UPA to dism ss the conplaint (Doc. # 37) is
GRANTED in part and DENIED in part. The Court dism sses Count ||
agai nst defendant EG&G Count |V against PE and BSW and Count
VIl agai nst E&G and Sick UPA. The renai nder of the notion is
deni ed. Defendant Sick AGs Mtion to Dismss (Doc. # 49) is

GRANTED, as the Court does not have personal jurisdiction over
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t hi s def endant.

| T 1S SO ORDERED.

/sl

Janet Bond Arterton, U S.D.J.

Dat ed at New Haven, Connecticut this 1st day of February, 2001.

48



